as well as increases in the prices of crude oil and copper, all of the three core businesses were able to report ordinary income above the level of the previous fi scal year. Special loss includes a gain on lump-sum amortization of negative goodwill of ¥226.5 billion related to the business integration and a loss on disaster attributable to the Great East Japan Earthquake of ¥126.0 billion.
Petroleum Refi ning and Marketing
Sales volume of petroleum products was at approximately the same level as in the previous fi scal year, because of the recovery in the economy, hot weather during the summer, and other factors. However, in the medium-to-long term, domestic demand is on a gradually declining trend, and, to respond to this trend properly, the JX Group reduced its refi ning capacity by 400 thousand barrels per day. Sales margins improved signifi cantly.
In the petrochemical business, paraxylene margins, which were stagnant in the fi rst half of the fi scal year because of weak demand versus supply conditions, recovered in the second half of the fi scal year, and, for the full fi scal year, were above the previous year's levels. However, this positive effect was offset because of higher energy costs owing to the rise in crude oil prices and the appreciation of the yen.
In addition, the JX Group realized both integration synergies and improvements in refi nery effi ciency ahead of the original schedule, and this had a positive impact of ¥49.6 billion. Other cost reductions were also achieved, due to changes in depreciation methods and other measures.
As a consequence of these factors, after the exclusion of inventory valuation factors, ordinary income improved substantially, rising to ¥196.5 billion, compared with an ordinary loss of ¥135.8 billion in the previous fi scal year. Message from the Executive Vice President
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Oil and Natural Gas Exploration and Production (E&P)
The sales volume of oil and natural gas declined slightly, to 140 thousand barrels of oil equivalent per day, mainly because of lower production volume at existing oil and gas fi elds. Although there was some negative impact from the foreign exchange rate, the rise in crude oil prices had an offsetting positive impact, and ordinary income rose to ¥59.5 billion, compared with ¥49.0 billion in the previous fi scal year.
Metals
In the resource development business, output of copper mines in which the JX Group owns interests proceeded smoothly. Due to an expansion in the output of the Los Pelambres Copper Mine and the purchase of additional equities in the Escondida Copper Mine, production volume on an equity entitlement volume basis increased to 97 thousand tons, compared with 82 thousand tons in the previous fi scal year. In spite of the negative impact from the foreign exchange rate, ordinary income rose substantially due to the rise of copper prices.
In the copper smelting and refi ning business, the treatment charge and refi ning charge remained at low levels, but ordinary income rose because of higher prices of copper and its by-products.
In the recycling and environmental services business, ordinary income declined because of the effects of damage sustained by the Hitachi Works. On the other hand, in the electronic materials business, there was some negative impact from the foreign exchange rate and the earthquake, but in fi nal demand fi elds, the IT-related product market staged a recovery from the slump that followed the Lehman Shock, resulting in increases in sales and ordinary income in this business.
As a result, after the exclusion of inventory valuation factors, ordinary income rose to ¥70.3 billion, compared with ¥45.4 billion in the previous fi scal year. E&P of Oil and Natural Gas +¥10.5 billion < 49.0 59.5 > growth contained in its Medium-Term Management Plan.
Changes in Ordinary Income
Large amounts of fi nancial resources will be necessary for the upstream development of petroleum and copper sources, which will be the sources of growth for the JX Group in the years ahead.
Nevertheless, the income of the JX Group, which operates in the business domains of energy, resources, and materials, is strongly infl uenced by the business cycle, crude oil and copper market conditions, and foreign exchange rates. By creating a stronger fi nancial position, the JX Group will be able to attain growth into the future as it absorbs the effects of changes in the business environment. Also, at the same time, the JX Group will work to increase its corporate value by using its assets effi ciently and creating the business structure that will be able to attain an ROE of 10% or more on a sustained basis.
As of fi scal 2010 year-end, the JX Group had consolidated total assets of ¥6,260.0 billion, consolidated net assets of ¥1,886.2 billion, including shareholders' equity of ¥1,628.3 billion, and a shareholders' equity ratio of 26.0%. Interest-bearing debt amounted to ¥2,264.6 billion, a total of cash and cash equivalents as well as time deposits were ¥233.5 billion, and the net D/E (debt to equity) ratio was 1.25 times.
In fi scal 2010, in connection with the Great East Japan Earthquake, the JX Group reported special losses of ¥126.0 billion and forecasts it will report another ¥30.0 billion in fi scal 2011 for the same reason. However, the JX Group believes these special losses can be absorbed because of higher than initially forecasted net income, reductions in investments for maintenance, the additional sale of certain assets, and through other measures.
The JX Group will work to improve its fi nancial position and attain its objective of a net D/E ratio of 1.0 times by the end of fi scal 199.4
Financial Position
Consolidated Balance Sheet
*1 Excluding equity in earnings of unconsolidated subsidiaries and affi liates and including dividends from affi liates accounted for by equity method. *2 Falling of the last day of 2009 on a weekend, which resulted in a large increase in unpaid gasoline and other taxes and cash out in fi scal 2010 increased ¥100 billion.
